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Foreword 
  
Deposit-Protection Schemes:  
From Issues for an EC Directive 
to a European Scheme? 
 
This CEPS Report in Finance and Banking by Sydney Key was originally published 
in 1992, more than 15 years ago. We decided to re-issue it in its original form because 
it is very instructive in showing both how little has changed since then and how much 
needs to change. 
 
How little has changed: The terms of the debate that preceded the EC Directive on 
Deposit Insurance in 1992-93 still ring true today. Home country supervision, bank 
insolvency and the treatment of branches versus subsidiaries remain important topics 
in 2009. 
 
How much needs to change: The financial crisis has shown that confidence in the 
banking system cannot be taken for granted and that in times of crisis, public 
measures for the protection of deposits become crucial. So far the reaction at the EU 
level has been only to unify and increase the amounts insured (this was a hot topic in 
1992 as well). But today the question is no longer only how to adjust an existing 
Directive at the margin, but whether a radically new approach is needed, namely the 
creation of European Deposit Insurance Scheme. This would have been unthinkable 
before, but is now likely to be put on the European agenda (for a concrete proposal, 
see the report of a High Level Group chaired by Alexandre Lamfalussy: 
http://www.premier.be/files/Lamfalussyreport_0.pdf). 
The argument for such a European-level scheme is clear: it would distribute the risk 
of a large-scale bank failure, and experience has shown that this risk looms large, 
even for large member countries. The opposition is also likely to remain strong, as in 
many quarters it is still unthinkable for sovereign countries to share any fiscal risk. 
Sydney’s paper provides an interesting background to this debate. 
 
Daniel Gros, Director 
CEPS, Brussels 
June 2009 
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